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The City of Laurinburg, North Carolina ("City") herehy files its reply comments to the

above captioned proceeding. The City of I.alltinhmg, with a population of 11,643, has had

cahle television service since 1965. NII1I1CrollS complaints frolll local residents regarding high

rates have been lodged with the City. The City intends to as_liert its rate regulatory authority.

Therefore, the City is particularly interested ill the mcthodology to he utilized for basic and tier

rates, policies related to rcgulalion, and issucs lhat affecl suhscriher bills.
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The City of Laurinburg supports the COIIllllCllts submilled to the FCC by: the National

Association of Telecommunications Oflicers and Advisors; National league of Cities; United

States Conference of Mayors; and the National Association of ('ounties. The City believes that

these comments renect the municipal governJllcnt intcrest in these mailers. A key to achieving

"reasonable" rates for the hasic tier of cahle SCI vice is I1nding whether current rales are

reasollnhle and if not, reducing the H,le 10 a "rcasonahle level." Similarly, tier rates fOllnd to

be "utlleasonable" should he rcduccd. Sl.::~ Section (,2.'(C)(]). The lIIethodology to achieve lhis

should take into account the legislative policy. As indicaled in Seclion 2, (b) "... (4) where

cable television systems are not suhject to effective competition, ensure that consumer inlerests

are protected in receipt of cahle service; and ()) ensure that cahle television operators do not

have undue market power vis-a-vis video progralllmers and cOllsulllers." This policy would not

be met if the FCC limited regulation to future rale increases and did not reflect the historical and

economic factors in an unregulated environlllcnt that lead to the rates in today's cable market.

The City supports the use of a "henchmark" rate mcthodology which would not pose an

undue regulatory burden for the ('ity and should provide the cahlc industry

and investors with a reliahle mechanism for current and fulure planning purposes. The

principal component of the henchmark mle strucllllc should he lhe rates charged by cable system

subject to effective competition. These systems, which provide suhscrihers with a real choice

in a competitive market, provide the hest means for arriving at whal is a reasonable rale in a

competitive market. To re-regulate markets, whose companies enjoy monopoly power, the best
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criteria would be the rates in existing compctitivc markets. Thus, what IS reasonable in a

competitive market would be reasonahle ill a Iloncompetitive market.

The secondary choice for a benchmark methodology is a "cost based" benchmark which

would he based on normative costs for the cable industry. This would achieve a reasonable

standard since it would limit the cahle operator to cost pillS a reasollahle rate of return. It is the

"normative cost" component of regulatory structure which would lessen the administrative tasks

of the City.

In Cities such as Laurinhurg, \vhich has a historical record of rate increases, the FCC

should consider adjusting such rates for prior rates of inflation. I I' a system had major capital

improvements, this could be taken into account through regionalized, normative measures.

As with a historical componcnt or a henchmark system, the City supports the

development of a methodology that incorporates eli rfercnces in hasic cable system information.

For example, the number of active cable channels received hy suhscribers should be a major

component of what is determined to he a reasonahle rate. The City supports such factors as can

be easily determined.

Once the benchmark methodology has heen ruled upon, the City strongly asserts that a

cable operator with rates above specified hellchmarks should he required to reduce basic and tier

rates. Cable operators with rates hclow hcndllllarks rate should he suhject to annual price caps

so that system subscribers, evcn though limited ill numher, do not face automatic, substantial

increases.

Periodic revisions of the henchmark Illcthodology should he conducted by the fCC to



ensure that rates for basic service remalll rcasonable and cable service rates are not

unreasonable.

Regulation of equipment is a particularly important component of any rate regulation

scheme as rate burdens can he shifted from hasic service to unbulldled equipment. The Cable

Act of 1992 requires that the rates for inslallalioll and equipmenl he hased 011 "actual costs."

See Section 623(b)(3)(A). Such ullhundlill!! will 1101 oilly impacl rales for subscrihers, but

should assist in meeting lhe ('ongressional goal of promoling competition in subscriber

technology.

A benchmark rate could he eSlablishcd for inslallalion and aclual costs could be utilized

for equipment (e.g., price of converters).

Similarly, the cost for additional oullcts should include Ihe actual cost of the equipment

and installation. No charge should he included for the hasic alld tier programming services as

they dn not represent an addilional cost to the 0Jlerator. The ('ity believes that such regulation

should provide a ceiling and Ihat the operalor should he able to discount or waive inSlallation

fees or actual cost structures for equipment. Further, the FCC should ensure that new charges

are not affixed on equipment that was previously provided free of charge.

Of particular concern 10 thc City is the identification of costs related to franchise

requirements. See Section 62.\(h)(4). This requircmcnt should he reviewed in the context of

the regulatory structure for basic rales. Scction fi2.\(b)(c)(vi) indicates that basic rates include

amounts required to satisfy franchise requiremcnts to support I'H i channels, use of the channels,

or other services as required in the franchise. The FCC should ensure that customers are not

billed twice for this.



The City is concerned that the methodology utilized docs not overlook how the itemized

franchise fee is incorporated in the total bill. Thc City is conccrned that many cable operators

may receive an additional three (3) perccnt to fivc (5) percent increase simply by adding this

amount to a bill which had previously included the franchisc fcc as a component of the bill

(whether itemized or not). The Cable Act of 1984 specified that franchise fees already

incorporated in the rates were not to be added to the subscrihcr's hill, while any increase in the

franchise fee could be added. The pee should look to the Cable Act of 1984, prior to the 1992

amendment, for guidance on the issuc. S~~ Section 622(c).

Regarding the implemcntation of City ratc regulation, thc City supports a postcard

certification process for granting rate authority to City governments. Providing flexibility to

cities for the process of reviewing rates would he consistent with lIormal differences in operating

procedures among cities. A most important component of the process, is ensuring a reasonable

period of time for the City to review relevallt material and take action. In such a review, the

City believes it is incumbcnt upon the cahlc operator to bear the burden of demonstrating that

their rate is reasonable. During the process, the City should have the authority to request

information necessary to the decision-making process and to enforce a rate decision, including

ordering rate reductions.

For tier regulation, thc City concurs with FCC that the City should be permitted to

conduct an initial review of rate complaints. Such a review would entail application of the

benchmark methodology to tier rates. The City strongly believes that in the case of a complaint

being filed and upheld, actual rehates should he provided to suhscrihers
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for the Irprol"'"'' period. Co.nplal"ts. by Rsubscriber or Clty, .hould be filed on a

simple form.

ror Ihe 'ou'loin. reuon" the CII)' of lftUlil1bur(!l re!pectfully 'Ik, th.t the

Comflli~~ion:

(I) Implemtl1l I bellch,,"u k methodology (or the 1t'lulAllon of ratel'

(2) Imrlemeflt • ro!, bft!ed structUII fo,. tCJuipmrnt and ad(lldonal outletl'

(3) Imrltment ltell1l7.RUOIl (If ((l\nchl" an_II which d() nut double bill

COU!\1U\f'I tJ;

('1) 11nJ'leme"t I 1(",,,latUl y ~llllt'htle II"" allow! cltle. to obtain necessary

InformRtlon Bnd J110l'lde (or I res!oJ1sble time faame for Iclion.

Respectfully submitted,

(NnIJlP)

(fltld city Un no gel-

(ACtf1"f~!I) "0 Oox 7.019 t leur Inburg t tiC 28353
(l'tlel'hune Number) (919) 276-8324
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